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Transforming Scotland’s public sector housing through community 
ownership: the re-territorialisation of housing governance? 
Abstract  
,QUHFHQWGHFDGHV8.SXEOLFVHFWRUKRXVLQJKDVLQFUHDVLQJO\EHHQSUREOHPDWLVHGZLWK
JRYHUQPHQWVROXWLRQVIRFXVLQJRQPRGHUQLVLQJWKHVHFWRUE\WUDQVIHUULQJRZQHUVKLSRI
WKHKRXVLQJIURPWKHSXEOLFWRWKHYROXQWDU\VHFWRUWKURXJKVWRFNWUDQVIHU7KLVSURPLVHV
WRWUDQVIRUPWKHRUJDQLVDWLRQRIVRFLDOKRXVLQJE\GHYROYLQJFRQWUROIURPORFDO
JRYHUQPHQWWRKRXVLQJRUJDQLVDWLRQVORFDWHGZLWKLQDQGJRYHUQHGE\WKHFRPPXQLWLHV
LQZKLFKWKH\DUHEDVHG7KH6FRWWLVK([HFXWLYH¶VQDWLRQDOKRXVLQJSROLF\RIFRPPXQLW\
RZQHUVKLSLVWKHHSLWRPHRIWKLVJRYHUQPHQWDOUDWLRQDOHSDUH[FHOOHQFH
'UDZLQJXSRQHPSLULFDOUHVHDUFKRQWKH*ODVJRZKRXVLQJVWRFNWUDQVIHUWKLV
SDSHUDUJXHVWKDWZKLOVWFRPPXQLW\RZQHUVKLSLVXQGHUSLQQHGE\JRYHUQPHQWDO
UDWLRQDOHVWKDWVHHNWRHVWDEOLVKFRPPXQLW\DVWKHQHZWHUULWRU\RIVRFLDOKRXVLQJ
JRYHUQDQFHWKHUHDOLVDWLRQRIWKHVHSROLWLFDODPELWLRQVKDVEHHQPDUUHGE\HPHUJHQW
FHQWUDOORFDOFRQIOLFW3DUDGR[LFDOO\WKHIUDJPHQWDWLRQRIVRFLDOKRXVLQJWKURXJKWKH
EUHDNXSRIODUJHVFDOHPXQLFLSDOSURYLVLRQFRH[LVWVZLWKFRQWLQXHGSROLWLFDO
FHQWUDOLVDWLRQZLWKLQWKHVWDWHDSSDUDWXV

.H\ZRUGVVRFLDOKRXVLQJFRPPXQLW\RZQHUVKLSWHQDQWHPSRZHUPHQWFHQWUDOLVDWLRQ
GHYROYHGJRYHUQDQFHUHDOLVWJRYHUQPHQWDOLW\
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,QWURGXFWLRQ
&RPPRQO\DVVRFLDWHGZLWKSRYHUW\DQGVRFLDOEUHDNGRZQSXEOLFVHFWRUKRXVLQJKDV
FRPHWREHYLHZHGE\FRQVHFXWLYH8.JRYHUQPHQWVDVSDUWRIWKHSUREOHPDVRSSRVHGWR
WKHVROXWLRQIDFLQJWKHPRGHUQLVDWLRQRIVRFLDOKRXVLQJ5DYHW]7KHWHQXUHKDV
EHHQLQORQJWHUPSURSRUWLRQDOGHFOLQHDQGUHGXFHGWRDPDUJLQDOVHUYLFHIRUD
³GLVDGYDQWDJHGUHVLGXXP´)RUUHVWDQG0XULH7KLVLVDWUHQGWKDWKDVEHHQ
H[DFHUEDWHGE\JRYHUQPHQWSROLFLHVLQIDYRXURIKRPHRZQHUVKLSDQGFRXQFLOKRXVHVDOHV
WRVLWWLQJWHQDQWVZLWKUHJLVWHUHGVRFLDOODQGORUGV56/VHPHUJLQJDVWKHQHZSURYLGHUV
RIVRFLDOUHQWHGKRXVLQJ5DYHW]
 7KHVHFKDQJHVLQKRXVLQJWHQXUHKDYHEHHQSDUDOOHOHGE\FKDQJHVLQWKHW\SHDQG
FRQGLWLRQRISXEOLFVHFWRUKRXVLQJ6LQFHWKHVVDOHVRIFRXQFLOKRXVHVWKURXJKWKH
SRSXODU5LJKWWR%X\OHJLVODWLRQKDYHUHVXOWHGLQWKHEHVWSURSHUWLHVLQWKHPRVWGHVLUDEOH
DUHDVEHLQJVROGRIIZKLOVWSXEOLFH[SHQGLWXUHFXWVFRXSOHGZLWKVRDULQJUHQWVKDYH
UHVXOWHGLQXQGHULQYHVWPHQWDQGSRRUVWRFNFRQGLWLRQPDQLIHVWLQFRQFHUQVDERXW
GDPSQHVVFRQGHQVDWLRQDQGGLVUHSDLU5DYHW],Q6FRWODQGZKHUHUHQWLQJIURPD
SXEOLFVHFWRUODQGORUGKDVDOZD\VEHHQPRUHSUHYDOHQWWKDQHOVHZKHUHLQWKH8.WKH
KRXVLQJJUHHQSDSHU,QYHVWLQJLQ0RGHUQLVDWLRQ$Q$JHQGDIRU6FRWODQG
V+RXVLQJ
HVWLPDWHGWKHWRWDOFRVWRIPRGHUQLVLQJWKHVHFWRURYHUWKHQH[WGHFDGHDWLQH[FHVVRI
ELOOLRQ6FRWWLVK2IILFH
 7KHDQVZHUWRWUDQVIRUPLQJSXEOLFVHFWRUKRXVLQJKDVEHHQFRQFHLYHGE\ERWK8.
DQGGHYROYHGJRYHUQPHQWVLQWHUPVRIKRXVLQJVWRFNWUDQVIHU7KLVLVDSROLF\YHKLFOH
WKDWLQYROYHVRZQHUVKLSDQGPDQDJHPHQWRIWKHKRXVLQJEHLQJWUDQVIHUUHGIURPWKH
SXEOLFLHORFDODXWKRULW\WRWKHYROXQWDU\VHFWRULH56/+RZHYHULWLVDODEHOWKDW
Space and Polity  Kim McKee 
  3 
PDVNVDUDQJHRIGLIIHUHQWSURFHVVHVSXUSRVHVDQGRXWFRPHVZLWKDQXPEHURIGLVWLQFW
µW\SHV¶RIVWRFNWUDQVIHUGLVFHUQDEOHIRUIXUWKHUGLVFXVVLRQVHH7D\ORU0F.HH
E:KLOVWQRWDQHZSROLF\LQLWLDWLYHWKHSDFHDQGVFDOHRIWUDQVIHUDFWLYLW\KDV
DFFHOHUDWHGSRVWXQGHUWKHFXUUHQW1HZ/DERXUDGPLQLVWUDWLRQ0DOSDVVDQG
0XOOLQV,Q6FRWODQGLWKDVKDOYHGWKHSURSRUWLRQRIKRXVLQJLQWKHSXEOLFVHFWRULQ
WKHODVWGHFDGHDORQH$XGLW6FRWODQG
 6WRFNWUDQVIHUKDVHYROYHGTXLWHGLVWLQFWLYHO\LQWKH6FRWWLVKFRQWH[WDVFRPSDUHG
WRHOVHZKHUHLQWKH8.7D\ORU+HUHWKHHPSKDVLVKDVEHHQXSRQµFRPPXQLW\
RZQHUVKLS¶RIVRFLDOKRXVLQJ6RPHZKDWRIDQHEXORXVFRQFHSWLWGUDZVDWWHQWLRQWRWKH
³SHRSOH´DVRSSRVHGWRWKH³SURSHUW\´DVSHFWVRIVWRFNWUDQVIHUE\HPSKDVLVLQJ
WUDQVIRUPDWLRQVLQKRXVLQJJRYHUQDQFHWKURXJKGHYROYLQJRZQHUVKLSDQGPDQDJHPHQWRI
SXEOLFVHFWRUKRXVLQJWRFRPPXQLW\FRQWUROOHGKRXVLQJRUJDQLVDWLRQVZLWKLQWKH
YROXQWDU\VHFWRU.LQWUHDVHHDOVR&ODSKDPHWDO0F.HHE,Q
6FRWODQGWKLVYROXQWDU\KRXVLQJPRYHPHQWLVSUHGRPLQDQWO\FRPPXQLW\EDVHGVPDOO
VFDOHDQGSUHPLVHGRQFRPPXQLWDULDQHQGHDYRXU&RPPXQLWLHV6FRWODQG56/V
DUHJRYHUQHGE\DPDQDJHPHQWFRPPLWWHHRUERDUGZLWKWKHWHQGHQF\LQ6FRWODQG
WRZDUGVFRPPLWWHHVRIORFDOSHRSOHHVSHFLDOO\WKRVHZKRDUHUHWLUHGRUGRQRWZRUN
3DZVRQHWDO
 7KURXJKWKHFDVHVWXG\RIWKH*ODVJRZKRXVLQJVWRFNWUDQVIHUWKLVSDSHU
DUJXHVWKDWFRPPXQLW\RZQHUVKLSLVSUHPLVHGRQJRYHUQPHQWDOUDWLRQDOLWLHVEDVHGRQWKH
HIILFDF\RIFRPPXQLW\JRYHUQDQFHWKHGHVLUDELOLW\RIHPSRZHULQJWHQDQWVWRXWLOLVHWKHLU
ORFDONQRZOHGJHWRDFWLQWKHLURZQVHOILQWHUHVWDQGWKHLPSRUWDQFHRIWHQDQW
SDUWLFLSDWLRQDQGDFWLYHFLWL]HQVKLSDVDSDQDFHDWRVROYHWKHFLW\¶VKRXVLQJSUREOHPV
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<HWWKLVSDSHUDOVRHPSKDVLVHVWKDWWRSGRZQJRYHUQPHQWDODPELWLRQVGRQRWDOZD\V
UHDOLVHWKHLUHIIHFWVDQGWKDWIDUIURPEHLQJUHGXQGDQWWKHVWDWHUHPDLQVDQLPSRUWDQW
DFWRULQKRXVLQJJRYHUQDQFH+HUHWKHHPHUJHQWOLWHUDWXUHRQµUHDOLVWJRYHUQPHQWDOLW\¶
KDVEHHQLQIRUPDWLYH6WHQVRQVHHDOVR0F.HHE
 7KHSDSHUEHJLQVE\WUDFLQJUHFHQWFRPPHQWDULHVRQQHROLEHUDOWHFKQRORJLHVRI
JRYHUQDQFHZKLFKDUHLQIOXHQFHGE\)RXFDXOW¶VZRUNRQJRYHUQPHQWDOLW\,WDUJXHVWKDW
JRYHUQDQFHLVEHLQJUHFRQILJXUHGIURPWKHOHYHORIWKHQDWLRQVWDWHWRWKHORFDO
FRPPXQLW\WKURXJKWHFKQRORJLHVRISRZHUWKDWVHHNWRSURPRWHDFWLYHDJHQF\
UHVSRQVLEOHVHOIJRYHUQDQFHDQGWKHVWDWHDVDQHQDEOHUDVRSSRVHGWRDSURYLGHURI
VHUYLFHV<HWDFRQVLGHUDWLRQRIWKHUHDOLVWJRYHUQPHQWDOLW\OLWHUDWXUHDOVRVXJJHVWVWKH
QHHGWREHVHQVLWLYHWRWKHFRQWLQXHGLPSRUWDQWUROHRIWKHVWDWH7KLVLVIROORZHGE\D
GLVFXVVLRQRIWKHSROLF\EDFNJURXQGZKLFKOLQNVWKLVUHWHUULWRULDOLVDWLRQRIJRYHUQDQFH
WRFRQWHPSRUDU\GHYHORSPHQWVLQ6FRWWLVKKRXVLQJSROLF\FRPPXQLW\RZQHUVKLSRI
VRFLDOKRXVLQJ7KHSDSHUFRQFOXGHVWKDWZKLOVWFRPPXQLW\RZQHUVKLSLVFHQWUHGRQ
FRPPXQLWDULDQHQGHDYRXUORFDOFRQWURODQGGHFHQWUHGJRYHUQDQFHWHQVLRQVDUHHYLGHQW
EHWZHHQORFDOSULRULWLHVDQGWKHFRQWLQXLQJUROHRIWKHVWDWHDVDNH\DFWRULQVKDSLQJWKH
SDUDPHWHUVRIVRFLDOKRXVLQJJRYHUQDQFH7KHHIIHFWRIZKLFKLVFHQWUHORFDOFRQIOLFWDQG
WKHUHFHQWUDOLVDWLRQRISROLWLFDOFRQWURO

1HROLEHUDOJRYHUQDQFHDQHZJHRJUDSK\RISRZHU
$QDPELJXRXVFRQFHSWWKDWLVGHILQHGDQGDSSOLHGGLIIHUHQWO\DFURVVDUDQJHRIDFDGHPLF
GLVFLSOLQHVµJRYHUQDQFH¶VLJQLILHVERWKDFKDQJHLQWKHPHDQLQJRIJRYHUQPHQWDQGWKH
HPHUJHQFHRIQHZPHWKRGVE\ZKLFKVRFLHW\LVWREHJRYHUQHG1HZPDQ&HQWUDO
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KHUHLVWKHUHFRQILJXUDWLRQRIWKHUROHRIWKHVWDWHLQFRQWHPSRUDU\OLEHUDOGHPRFUDFLHV±
QRORQJHULVLWSHUFHLYHGWRKDYHWKHH[SHUWLVHQRUWKHDELOLW\WRVROYHDOORIVRFLHW\¶V
SUREOHPVEXWLVLQFUHDVLQJO\UHOLDQWRQRWKHUDFWRUVLQRUGHUWRUHDOLVHLWVREMHFWLYHV
$V1HZPDQKLJKOLJKWVWKHUHLVKRZHYHUDWHQGHQF\ZLWKLQWKLVERG\RI
OLWHUDWXUHWRSRUWUD\WKHVHSDUWLFXODUIRUPVRIJRYHUQDQFHWKDWRSHUDWHEH\RQGWKHVWDWHDV
VRPHKRZPRUHGHVLUDEOHWKDQWUDGLWLRQDOIRUPVRIWRSGRZQKLHUDUFKLFDOFRQWURO+HUH
WKHILHOGRIJRYHUQPHQWDOLW\DVGHULYHGIURPWKHZRUNRI0LFKHO)RXFDXOWDFDQ
RIIHUDPRUHFULWLFDODSSURDFKIRULWWUDQVFHQGVPRUDOMXGJHPHQWVDERXWWKHSURSHUIRUP
RIµJRRG¶DQGµGHPRFUDWLF¶JRYHUQDQFHZKLOVWDOVRDYRLGLQJWKHWHQGHQF\WRGLVFXVV
JRYHUQDQFHLQWHUPVRISROLWLFDOLQVWLWXWLRQVDQGVWUXFWXUHVDORQH)RXFDXOWGHILQHV
JRYHUQDQFHPRUHEURDGO\DVWKH³FRQGXFWRIFRQGXFW´)RXFDXOWEZLWKWKLV
ZRUGSOD\RQFRQGXFWHQFRPSDVVLQJDQ\FDOFXODWHGDWWHPSWWRGLUHFWKXPDQEHKDYLRXU
WRZDUGVSDUWLFXODUHQGV,WWKHUHIRUHWUDFHVJRYHUQDQFHEH\RQGWKHVWDWHE\KLJKOLJKWLQJ
KRZLWLVXELTXLWRXVLQDOOVRFLDOUHODWLRQVKLSV$VDSHUVSHFWLYHIRUDQDO\VLQJSRZHULQ
PRGHUQVRFLHW\LWDOVRGUDZVDWWHQWLRQWRWKHµKRZ¶RIJRYHUQLQJE\FRQVLGHULQJKRZZH
WKLQNDERXWWKHQDWXUHDQGSUDFWLFHRIJRYHUQDQFHDVPDQLIHVWLQWKHHPHUJHQFHRI
SDUWLFXODUµPHQWDOLWLHVRIUXOH¶'HDQ
 ,QSDUWLFXODUQHROLEHUDOJRYHUQPHQWDOLWLHVGHVFULEHWKHVSHFLILFSROLWLFDO
UDWLRQDOLWLHVWHFKQRORJLHVDQGWHFKQLTXHVWKDWFKDUDFWHULVHZD\VRIJRYHUQLQJLQPRGHUQ
OLEHUDOGHPRFUDFLHV'HDQ5RVH,PSRUWDQWO\QHROLEHUDOLVPLVQRW
FRQFHLYHGKHUHDVDSHULRGRIKLVWRU\QRUDQLGHRORJ\5DWKHULWLVDSUREOHPDWLVDWLRQRI
UXOHZKLFKLGHQWLILHVWKHIUHHLQGLYLGXDODVDOLPLWWRJRYHUQPHQWDQGHQYLVDJHVWKH
VROXWLRQLQSURPRWLQJDFWLYHUHVSRQVLEOHVHOIJRYHUQDQFHLQDOOVSKHUHVRIOLIH
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 &RQVHTXHQWO\FRPPXQLW\KDVHPHUJHGRIODWHDVDQHZµWHUULWRU\¶RIJRYHUQDQFH
DQGVLWHRIVWDWHFLWL]HQLQWHUDFWLRQV5RVH,WKDVEHHQDFWLYHO\SURPRWHGDQG
PRELOLVHGE\JRYHUQPHQWDVDYHKLFOHWRUHQHZORFDOGHPRFUDF\E\ERWKDGGUHVVLQJ
GHFOLQLQJWUXVWLQWKHPDFKLQHU\RISROLWLFVDQGSURPRWLQJPRUHGLUHFWFRQWDFWEHWZHHQ
WKHVWDWHDQGLWVFLWL]HQV*LGGHQV7KLVUHSUHVHQWVDQLPSRUWDQWVKLIWLQWKHVSDWLDO
VFDOHRIJRYHUQDQFHIURPWKHOHYHORIWKHQDWLRQVWDWHDQGWKHWUDGLWLRQDOSDUOLDPHQWDU\
PRGHORIUHSUHVHQWDWLYHGHPRFUDF\WRWKDWRIDFWLYHFRPPXQLW\LQZKLFKDQHPSKDVLVLV
SODFHGXSRQGHYROYLQJDXWRQRP\WRWKHORFDOOHYHOWKURXJKWHFKQLTXHVRIGLUHFW
GHPRFUDF\VHHIRUH[DPSOH%DUQHVHWDO7D\ORU
 7KHVHWUDQVIRUPDWLRQVLQWKHUHODWLRQVKLSEHWZHHQWKHVWDWHDQGLWVFLWL]HQVDUH
XQGHUSLQQHGE\WKHHPHUJHQFHRIDQHZWHFKQRORJ\RISRZHUZKDW'HDQGHILQHV
DVµWHFKQRORJLHVRIDJHQF\¶DQGZKLFKDUHGHVLJQHGWRHQKDQFHWKHFDSDFLW\RI
LQGLYLGXDOVWRPRELOLVHDQGDFWLQWKHLURZQVHOILQWHUHVWVHHIRUH[DPSOH&UXLNVKDQN
+HUHOD\FLWL]HQVDUHWREHHOHYDWHGDVµSDUWQHUV¶LQLGHQWLI\LQJDQGUHVROYLQJ
SROLF\SUREOHPV%DUQHVHWDO7KHLPSOLFLWDVVXPSWLRQEHLQJWKDWµWKHORFDO¶
RIIHUVERWKDXQLTXHVHWRINQRZOHGJHVDQGDGHJUHHRIODWHQWFLWL]HQVKLSWKDWFDQEH
QXUWXUHGWRZDUGVSDUWLFXODUHQGV*RYHUQDQFHWKURXJKFRPPXQLW\LVIXUWKHUPDQLIHVWLQ
WKHLQFUHDVLQJUROHRIWKHWKLUGVHFWRULQDµQHZPL[HGHFRQRP\¶WKHHIIHFWRIZKLFKLV
WKHUHFRQILJXUDWLRQRIWKHVWDWHDVDQHQDEOHULQVWHDGRIDSURYLGHURIZHOIDUHVHUYLFHVDQG
DQLQFUHDVLQJHPSKDVLVRQVHOIKHOSDQGDFWLYHLQYROYHPHQWDVRSSRVHGWRGHSHQGHQF\RQ
WKHVWDWHVHHIRUH[DPSOH(W]LRQL*LGGHQV
3DUDGR[LFDOO\WKLVGLVSHUVHGIRUPRIJRYHUQDQFHFRQWLQXHVWREHFRPSOHPHQWHG
E\WUDGLWLRQDOKLHUDUFKLFDOIRUPVRIFRQWURODVDFWLYHFLWL]HQVDUHFRPSHOOHGWRDSSO\WKHLU
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ORFDONQRZOHGJHZLWKLQWKHFRQVWUDLQWVRIH[LVWLQJOHJLVODWLYHDQGUHJXODWRU\IUDPHZRUNV
7KHUHDOLW\RIFRPPXQLW\HQJDJHPHQWLVWKDWDFWLYLVWVDUHRIWHQIRUFHGWRDGRSW
FHQWUDOLVHGSROLWLFDODJHQGDVLQWHUQDOLVHH[WHUQDOO\VHWSURIHVVLRQDOVWDQGDUGVDQG
EHFRPHLQFRUSRUDWHGLQWRHVWDEOLVKHGLQVWLWXWLRQDOSUDFWLFHV5DFRDQG,PULH7D\ORU
7KLVLVQRWWRGRZQSOD\WKHSRVLWLYHJDLQVWKDWPD\EHPDGHWKURXJKFRPPXQLW\
LQYROYHPHQW5DWKHULWKLJKOLJKWVKRZWKHSDUWLFLSDWLRQRIFRPPXQLW\DFWLYLVWVLVERWK
PRELOLVHGDQGVKDSHGWKURXJKHPSRZHUPHQWVWUDWHJLHV0F.HHDQG&RRSHUIRUWKFRPLQJ
DQGIXUWKHUPRUHWKDWPRUHSDUWLFLSDWLRQPD\QRWQHFHVVDULO\HTXDWHZLWKPRUH
GHPRFUDF\DVORFDODFWRUVDUHQRWDOZD\VDEOHWRLQIOXHQFHVHUYLFHRXWFRPHVLQWKHZD\
WKDWWKH\ZLVK%DUQHVHWDO
+HUHWKHHPHUJHQWILHOGRIµUHDOLVWJRYHUQPHQWDOLW\¶6WHQVRQRIIHUVD
XVHIXOIUDPHZRUNIRUUHFRQFLOLQJWKHFRH[LVWHQFHRIFHQWUDOLVLQJWHQGHQFLHVZLWK
GHFHQWUHGPRGHVRIQHROLEHUDOJRYHUQDQFH%\FRPELQLQJWKHWUDGLWLRQDOFRQFHUQRI
JRYHUQPHQWDOLW\WKHRU\ZLWKKRZWKHµVXEMHFW¶LVGLVFXUVLYHO\FRQVWLWXWHGDQGPRUH
HWKQRJUDSKLFPHWKRGVLWLOOXPLQDWHVDSRWHQWLDOGLVMXQFWXUHEHWZHHQWRSGRZQ
XQLYHUVDOLVWLFSODQVDQGHPSLULFDOUHDOLW\DWWKHPLFUROHYHO7KLVLVSDUWLFXODUO\XVHIXOIRU
WKRVHZRUNLQJZLWKLQDQDSSOLHGSROLF\FRQWH[WDQGZKRZLVKWRFRQVLGHUWKHµVXFFHVV¶
RISDUWLFXODUJRYHUQPHQWDOLWLHVLQUHDOLVLQJWKHLUHIIHFWV%\DFFRUGLQJSULPDF\WRSROLWLFV
DQGUHFRJQLVLQJWKHFRQWLQXHGLPSRUWDQFHRIWKHVWDWHWKLVSHUPLWVDFULWLFDOH[SORUDWLRQ
RIWKHHPHUJHQWWHQVLRQVEHWZHHQFHQWUDOLVLQJDQGGHFHQWUDOLVLQJIRUFHVZLWKLQ
FRQWHPSRUDU\JRYHUQDQFHSUDFWLFHVIRUDPRUHGHWDLOHGGLVFXVVLRQVHH0F.HHE


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7KH3ROLF\&RQWH[WWUDQVIRUPLQJSXEOLFKRXVLQJWKURXJKVWRFNWUDQVIHU
,QWKHODVW\HDUVFRXQFLOKRXVLQJKDVLQFUHDVLQJO\EHFRPHSUREOHPDWLVHGDVLVVXHVVXFK
DVSRRUVWRFNFRQGLWLRQGHWHULRUDWLQJHVWDWHVORZGHPDQGDQGDQHJDWLYHLPDJHKDYH
FRQWULEXWHGWRLWVSHUFHSWLRQDVDµVRFLDOSUREOHP¶DQGµWHQXUHRIODVWUHVRUW¶5DYHW]
,QUHFRJQLWLRQRIWKHVHSUREOHPVERWKQDWLRQDODQGGHYROYHGJRYHUQPHQWVLQWKH
8.KDYHSODFHGKRXVLQJKLJKRQWKHSROLWLFDODJHQGD3DULVDQG0XLU/LNHWKH
SUHYLRXVJRYHUQPHQWEHIRUHWKHPWKH1HZ/DERXUDGPLQLVWUDWLRQKDVEHHQYRFDOLQLWV
FULWLTXHRIFRXQFLOKRXVHSURYLVLRQDVH[SHQVLYHLQHIILFLHQWDQGPRQRSROLVWLFDQGDW
SDLQVWRIXQGDPHQWDOO\UHMHFWERWKWKHFRQFHSWXDOLVDWLRQRIWKHWHQDQWDVDSDVVLYH
UHFLSLHQWRIZHOIDUHDQGDQ\RUJDQLVDWLRQDOVWUXFWXUHZKLFKVXSSRUWVWKLVLGHQWLW\)OLQW
'DO\HWDO
$VUHIOHFWHGLQWKH+RXVLQJ*UHHQ3DSHU4XDOLW\DQG&KRLFH$'HFHQW+RPH)RU
$OOSURSRVHGKRXVLQJUHIRUPVKDYHQRWFHQWUHGRQDVLPSOHFDVKLQMHFWLRQDORQH
³6LPSO\VSHQGLQJPRUHPRQH\KRZHYHULVQRWHQRXJK+LJKHUOHYHOVRIH[SHQGLWXUHPXVWJRKDQGLQKDQGZLWKKLJKHUTXDOLW\PDQDJHPHQWPRUHHIIHFWLYHLQYHVWPHQWDQGPRUHLQYROYHPHQWRIWHQDQWV´'(75
,QVWHDGFRQWLQXHGSXEOLFLQYHVWPHQWLVWREHSDUDOOHOHGE\IXQGDPHQWDOFKDQJHVLQWKH
RUJDQLVDWLRQDQGPDQDJHPHQWRIVRFLDOKRXVLQJLQRUGHUWRIRVWHUERWKDFWLYHDJHQF\
ZLWKLQWKHWHQDQWJURXSDQGDOWHUQDWLYHIRUPVRISURYLVLRQWKDWIDYRXUQRQVWDWHDJHQFLHV
LH56/V7KHHIIHFWRIZKLFKLVDUHGXFHGUROHIRUWKHVWDWHDVDSURYLGHURIVHUYLFHV
7KLVHPSKDVLVRQPRGHUQLVLQJSXEOLFVHFWRUKRXVLQJWKURXJKWUDQVIRUPLQJLWV
RUJDQLVDWLRQDQGJRYHUQDQFHKDVEHHQSDUWLFXODUO\VWURQJLQWKH6FRWWLVKKRXVLQJFRQWH[W
6FRWWLVK2IILFH$XGLW6FRWODQG+HUHWKHLGHDRIFRPPXQLW\RZQHUVKLS
HPHUJHVDVLPSRUWDQW−WKLVLVWKHODEHOFXUUHQWO\DSSOLHGWRWKH6FRWWLVK([HFXWLYH¶V
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QDWLRQDOVWRFNWUDQVIHUSURJUDPPH&RPPXQLW\RZQHUVKLSLVQRWKRZHYHUDQRYHOLGHD
5DWKHULWKDVDORQJKLVWRU\LQ6FRWODQGZKHUHLWRULJLQDWHGLQWKHPLGVDVDQ
HQGHDYRXUE\*ODVJRZ&LW\&RXQFLOWRUHJHQHUDWHVPDOOSRFNHWVRIFRXQFLOKRXVLQJE\
WUDQVIHUULQJLWVKRXVLQJVWRFNRXWVLGHWKHSXEOLFVHFWRUWRFRPPXQLW\FRQWUROOHGKRXVLQJ
RUJDQLVDWLRQV&ODSKDPHWDO
$VDQRUJDQLVDWLRQDOPRGHOFRPPXQLW\RZQHUVKLSLVSUHPLVHGRQµHPSRZHULQJ¶
ORFDOFRPPXQLWLHVWREHFRPHPRUHDFWLYHO\LQYROYHGLQWKHGHFLVLRQPDNLQJSURFHVV,W
HOHYDWHVWKHµORFDO¶NQRZOHGJHRIWKHOD\FLWL]HQRYHUWKDWRIWKHSURIHVVLRQDOVWUHVVHV
ORFDOVROXWLRQVDQGSULRULWLHVDVRSSRVHGWRGHFLVLRQVPDNLQJE\FHQWUDOLVHGEXUHDXFUDWV
DQGLVJURXQGHGLQWKHSROLWLFDOLGHDVRIGLUHFWGHPRFUDF\DFWLYHFLWL]HQVKLSDQG
FRPPXQLWDULDQHQGHDYRXU0F.HHDQG&RRSHUIRUWKFRPLQJ$VWKH
+RXVLQJ*UHHQ3DSHU,QYHVWLQJLQ0RGHUQLVDWLRQ$Q$JHQGDIRU6FRWODQG¶V+RXVLQJ
UHLWHUDWHV
³>&RPPXQLW\RZQHUVKLS@KDVWKHSRWHQWLDOWRSURYLGHWHQDQWVZLWKDJUHDWHUVD\LQWKHRZQHUVKLSDQGPDQDJHPHQWRIWKHLUKRXVLQJDQGWRLPSURYHWKHFRQGLWLRQVRIPDQ\WKRXVDQGVRIKRXVHKROGV«WKHVWUDWHJ\ZLOOHQDEOHIXUWKHUGHFHQWUDOLVDWLRQRIGHFLVLRQWDNLQJDQGVXSSRUWFRPPXQLW\UHJHQHUDWLRQ´6FRWWLVK2IILFH
:LWKLQWKH6FRWWLVKKRXVLQJFRQWH[WFRPPXQLW\KDVWKHUHIRUHHPHUJHGDVERWKWKH
REMHFWDQGWDUJHWRIJRYHUQPHQWSROLF\1RZKHUHLVWKLVPRUHYLVLEOHWKDQLQWKHFDVHRI
WKH*ODVJRZVWRFNWUDQVIHUZKLFKLQYROYHGWKHWUDQVIHURIDSSUR[LPDWHO\KRPHV
IURPWKH&LW\&RXQFLOWRWKHQHZO\FUHDWHG*ODVJRZ+RXVLQJ$VVRFLDWLRQ*+$LQ
IRUIXUWKHUGLVFXVVLRQVHH'DO\HWDO0F.HHDE7KH*ODVJRZ
WUDQVIHUSURPLVHGWRHPSRZHUWHQDQWVWKURXJKFRPPXQLW\RZQHUVKLSDSROLWLFDODPELWLRQ
WKDWZDVWREHUHDOLVHGWKURXJKDWZRWLHUVWRFNWUDQVIHUSURFHVV*ODVJRZ&LW\&RXQFLO
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)LUVWGD\WRGD\KRXVLQJPDQDJHPHQWZDVGHYROYHGDWWKHRXWVHWWRD
QHZO\FUHDWHGQHWZRUNRI/RFDO+RXVLQJ2UJDQLVDWLRQV/+2VWKHVHDUHVPDOOORFDOO\
EDVHGFRPPXQLW\FRQWUROOHGKRXVLQJRUJDQLVDWLRQVZKLFKDUHJRYHUQHGE\D
PDQDJHPHQWFRPPLWWHHFRPSULVLQJDPDMRULW\RIORFDOWHQDQWV0F.HHDE
6HFRQGLQRUGHUWRUHDOLVHDPELWLRQVIRUORFDOµRZQHUVKLS¶RIWKHKRXVLQJWKHVH/+2VDUH
DOVRWRHPEDUNRQIXUWKHUVPDOOVFDOHVHFRQGDU\VWRFNWUDQVIHUV−LQDXQLTXHSURFHVV
ODEHOOHG6HFRQG6WDJH7UDQVIHU6670F.HHDE,Q6FRWODQGVWRFNWUDQVIHU
LVPRUHH[SOLFLWO\DSURFHGXUDOPHDQVWRDIXUWKHUHQG
,WLVDJDLQVWWKLVEDFNGURSWKDW*ODVJRZSURYLGHVERWKDXQLTXHDQGLQWHUHVWLQJ
FRQWH[WLQZKLFKWRH[SORUHWKHUHWHUULWRULDOLVDWLRQRIKRXVLQJJRYHUQDQFHWKURXJK
FRPPXQLW\RZQHUVKLSDQGWKHUHE\WKHHPHUJHQWUDWLRQDOHVRIFRPPXQLW\JRYHUQDQFH
ZKLFKKDYHLQIOXHQFHG1HZ/DERXU¶VDSSURDFKWR8.SXEOLFVHFWRUKRXVLQJUHIRUP

5HVHDUFK0HWKRGV
7KHUHVHDUFKUHSRUWHGKHUHUHIOHFWVWKHILQGLQJVRIDQ(65&IXQGHGSURMHFWFRQFHUQHG
ZLWKWUDFLQJFKDQJHVLQ*ODVJRZ¶VKRXVLQJJRYHUQDQFHIROORZLQJLWVKRXVLQJVWRFN
WUDQVIHU7KHUHVHDUFKZDVFRQGXFWHGEHWZHHQ$XJXVW±$SULOZLWKWKH
UHVHDUFKGHVLJQLQYROYLQJWZRNH\VWDJHVHWKQRJUDSKLFFDVHVWXG\UHVHDUFKLQYROYLQJ
WKUHHFRPPXQLW\KRXVLQJRUJDQLVDWLRQV±WZR/+2VDQGRQHFRPSDUDWRURUJDQLVDWLRQ±
FRPSOHPHQWHGE\DQH[WHUQDOSKDVHRIGRFXPHQWDU\DQDO\VLVREVHUYDWLRQDQGNH\DFWRU
LQWHUYLHZVDWWKHFLW\ZLGHQDWLRQDOOHYHO
$ZLGHUDQJHRITXDOLWDWLYHPHWKRGVZHUHXWLOLVHGLQWKLVVWXG\DFURVVERWKVWDJHV
RIWKHUHVHDUFKGHVLJQ)LUVWVHPLVWUXFWXUHGLQWHUYLHZVZHUHFRQGXFWHGZLWKIRXUJURXSV
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RILQGLYLGXDOVPHPEHUVRIORFDOKRXVLQJVWDIIORFDOUHVLGHQWFRPPLWWHHPHPEHUV
DQGDWWKHFLW\ZLGHQDWLRQDOOHYHOKRXVLQJSUDFWLWLRQHUVDQGKRXVLQJSROLF\PDNHUV
IURPWKHZLGHUKRXVLQJDQGSROLWLFDOFRPPXQLW\LQFOXGLQJWKH6FRWWLVK([HFXWLYH
*ODVJRZ+RXVLQJ$VVRFLDWLRQDQG*ODVJRZ&LW\&RXQFLO6HFRQGIRFXVJURXSVZHUH
KHOGZLWKµLQDFWLYH¶WHQDQWVLHQRWLQYROYHGLQORFDOPDQDJHPHQWFRPPLWWHHVZKLFK
LQYROYHGLQGLYLGXDOVLQWRWDO7KLUGDZLGHUDQJHRIGRFXPHQWDU\PDWHULDOZDV
H[DPLQHGIRUH[DPSOHORFDOFRQVWLWXWLRQDOGRFXPHQWVWHQDQWVDWLVIDFWLRQVXUYH\VDQG
NH\SUHWUDQVIHUGRFXPHQWV)LQDOO\DWOHDVWILYHPDQDJHPHQWFRPPLWWHHPHHWLQJVZHUH
REVHUYHGLQHDFKRIWKHFDVHVWXGLHVDGGLWLRQDOHYHQWVZHUHDOVRREVHUYHGDFURVVERWK
VWDJHVRIWKHUHVHDUFKGHVLJQZKHUHDYDLODEOHDQGDSSURSULDWH:KHUHGLUHFWTXRWHVDUH
XVHGWKHLQWHUYLHZHU¶VFRPPHQWVDSSHDULQLWDOLFV

&RPPXQLW\WKHQHZWHUULWRU\RIVRFLDOKRXVLQJJRYHUQDQFH
3ULRUWRWKHKRXVLQJVWRFNWUDQVIHULQ*ODVJRZGHFLVLRQPDNLQJZDVYHU\
FHQWUDOLVHGEXUHDXFUDWLFDQGSUHPLVHGRQSURIHVVLRQDOERGLHVRIH[SHUWNQRZOHGJHZLWKLQ
WKH&LW\&RXQFLO7KHUHZDVOLWWOHHQJDJHPHQWZLWKWHQDQWVRQVWUDWHJLFOHYHOLVVXHVWKH\
ZHUHODUJHO\SDVVLYHLQFRQVXOWDWLRQSURFHVVHVEHLQJRQWKHUHFHLYLQJHQGRINH\
GHFLVLRQVDVRSSRVHGWREHLQJDFWLYHO\LQYROYHGLQWKHLUGHOLEHUDWLRQ
³,WKLQNSHRSOHIRUJHWZKDWLWZDVOLNHEHIRUH>WKHVWRFNWUDQVIHU@«ZKHUHDGHFLVLRQZDVPDGHLQWKHFHQWUHRIWKHFLW\DERXWZKDWZDVJRRGIRUDQDUHDRUZKDWNLQGRIKRXVHVWKH\ZHUHJRLQJWRKDYH´*ODVJRZ/DERXU0HPEHURIWKH6FRWWLVK3DUOLDPHQW³:HGLGQ¶WKDYHDUHODWLRQVKLSZLWKWKH&RXQFLO«,WZDVMXVWZH¶UHWKHRZQHUVDQG\RX¶UHWKHWHQDQW´/+2&RPPLWWHH0HPEHU 
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7HQDQWDFWLYLVWVZHUHYHU\GLVSDUDJLQJDERXWWKLVWRSGRZQPRGHORIKRXVLQJ
JRYHUQDQFHDQGFULWLFDORIZKDWWKH\SHUFHLYHGDVWKH&RXQFLO¶VODFNRIUHJDUGIRU
WHQDQWV¶ZLVKHV(YHQORFDOKRXVLQJVWDIIFRPPHQWHGRQWKH³WDNHLWRUOHDYHDWWLWXGH´
ZKLFKZDVSUHYDOHQWZLWKLQWKH&RXQFLODWWKLVWLPHDQGKRZWKLVFRQWULEXWHGWRDQ
RUJDQLVDWLRQDOFXOWXUHFHQWUHGRQSURIHVVLRQDOGHFLVLRQPDNLQJZLWKWHQDQWVH[SHFWHGWR
GHIHUWRWKHLUH[SHUWLVHDVZHOODVEHJUDWHIXOIRUZKDWHYHUWKH&RXQFLOGHOLYHUHG
³:HXVHGWRKDYHDVHFWLRQ>GHYHORSPHQW@«WKH\VSHQWWKHPRQH\EXWWKHUHZDVQRFRQVXOWDWLRQ7KH\GLGWKH\MXVWZHQWLQWKHUHDQGWKH\>WHQDQWV@KDGWREHJUDWHIXOIRULWWKDWZDVWKHZD\WKH\ORRNHGDWLWµ:K\DUH\RXPRDQLQJ\RX¶UHJHWWLQJWKLVWKLVLVDORW¶%XWWKHUHZDVYHU\OLWWOHFRQVXOWDWLRQDPRQJVWWKHWHQDQWVZLWKUHJDUGVWRWKDW´/+2+RXVLQJ2IILFHU*+$+RXVLQJVWDIIUDWLRQDOLVHGWKLVLQWHUPVRIWKHILQDQFLDODQGSROLWLFDOFRQVWUDLQWVXSRQWKH
&RXQFLO¶VKRXVLQJGHSDUWPHQWZKLFKWKH\DUJXHGSUHYHQWHGWKHPIURPEHLQJDEOHWR
UHVRXUFHDQGGHOLYHUXSRQWHQDQWV¶ORFDOSULRULWLHV,QGHHGLWZDVWKHVHFRQVWUDLQWVWKDW
HQFRXUDJHGWKH&RXQFLOWRSURSRVHDQGVXSSRUWVWRFNWUDQVIHULQWKH*ODVJRZFRQWH[W
+RXVLQJJRYHUQDQFHKDVKRZHYHUEHHQWUDQVIRUPHGLQWKHFLW\SRVWVWRFNWUDQVIHU
8QGHUWKHEDQQHURIFRPPXQLW\RZQHUVKLSORFDOFRQWURODQGFRPPXQLW\HPSRZHUPHQW
KDYHEHHQSURPRWHGDVNH\SROLWLFDODPELWLRQVRIWKHWUDQVIHUIUDPHZRUN&RQVHTXHQWO\
WHQDQWSDUWLFLSDWLRQKDVHPHUJHGDVWKHQHZSDQDFHDWRVROYHWKHFLW\¶VKRXVLQJSUREOHPV
$WWKHIRUHRIWKLVKRXVLQJUHYROXWLRQKDVEHHQWKH/+2QHWZRUNZKLFKSODFHVWHQDQWVDW
WKHFHQWUHRIFKDQJHLQGHOLYHULQJQHZDQGLPSURYHGKRXVLQJVHUYLFHVIRU*ODVJRZ
³7KLV>WUDQVIHU@)UDPHZRUNZLOODOORZWKHRSSRUWXQLW\WRGHYHORSQHZDQGUDGLFDOIRUPVRIORFDOKRXVLQJPDQDJHPHQWRZQHUVKLSDQGFRPPXQLW\EDVHGUHJHQHUDWLRQ/RFDOSHRSOHPXVWEHDWWKHFHQWUHRIFKDQJHLQUHDOLVLQJEHWWHUKRXVLQJDQGEHWWHUHTXLSSHGRUJDQLVDWLRQVWRGHOLYHULPSURYHGKRXVLQJPDQDJHPHQW´*ODVJRZ+RXVLQJ3DUWQHUVKLS6WHHULQJ*URXS
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³/RFDO*+$WHQDQWVZLOOEHLQFRQWUROWKURXJKWKHLUORFDOFRPPLWWHHDQGZLOOKDYHDVD\LQDOOGHFLVLRQVDIIHFWLQJKRXVLQJPDWWHUVLQWKHLUDUHDV´*ODVJRZ&LW\&RXQFLO
7KURXJKWKH/+2VFRPPXQLW\KDVWKHUHIRUHHPHUJHGDVWKHQHZWHUULWRU\RI
KRXVLQJJRYHUQDQFH1RORQJHUDUHGHFLVLRQVWREHWDNHQE\FHQWUDOLVHGEXUHDXFUDWV
ORFDWHGRXWZLWKWKHORFDODUHD5DWKHUORFDOUHVLGHQWVDUHWREHPRELOLVHGWREHFRPH
DFWLYHO\LQYROYHGLQSDUWLFLSDWLRQSURFHVVHVZKLFKLPSRUWDQWO\DUHOLQNHGWRVPDOOHU
VSDWLDOO\FRQFHLYHGQHLJKERXUKRRGV7KHHPSKDVLVKHUHLVILUPO\RQYROXQWDU\
LQYROYHPHQWFRPPXQLWDULDQHQGHDYRXUDQGDFWLYHFLWL]HQVKLS<HWWKLVVKLIWLQ
JRYHUQDQFHUDWLRQDOHV−DQGHPHUJHQWOLQNEHWZHHQHIIHFWLYHJRYHUQDQFHDQGFRPPXQLW\
JRYHUQDQFH−LVQRWWKHSURGXFWRIERWWRPXSSUHVVXUHIURPZLWKLQWKHWHQDQWJURXS
5DWKHULWLVDWRSGRZQHQGHDYRXUE\WKH6FRWWLVK([HFXWLYHWRUHDOLVHLWVSROLWLFDO
DPELWLRQVIRUKRXVLQJV\VWHPFKDQJH
³,ZRXOGVD\WKHSULPDU\PRWLYHZDVWKDWDV,VD\ZH>WKH6FRWWLVK([HFXWLYH@GLGQ¶WZDQWZKDWWKH\ZDQWHGLQWKHSDVWZHQHHGHGDQHZPRGHODQGWKDWORFDOPDQDJHPHQWZDVGHHPHGWREHPRUHHIIHFWLYHDQG\RXFRXOGOLQNLWLQZLWKUHJHQHUDWLRQ2EYLRXVO\LPSUHVVHGE\WKHFRPPXQLW\EDVHGKRXVLQJDVVRFLDWLRQPRYHPHQWZKLFKZDVDJUHDWVXFFHVVLQ*ODVJRZ«$QGDOVR,WKLQNDSROLWLFDOSULQFLSOHZKLFKLV\RXVKRXOGHPSRZHUWKHSHRSOHZKRXVHWKHVHUYLFH,PHDQWKDWZHQWWRWKHFRUHRIDORWRIWKH1HZ/DERXUGHEDWHZDVDERXW´*ODVJRZ/DERXU0HPEHURIWKH6FRWWLVK3DUOLDPHQW
 &RPPXQLW\RZQHUVKLSLQWKH*ODVJRZFRQWH[WWKHUHIRUHHPSKDVLVHVWKHVRFLDO
GLPHQVLRQRIVWRFNWUDQVIHUIRULWKLJKOLJKWVERWKWKHLPSRUWDQFHDQGDGYDQWDJHVRIORFDO
FRQWUROERWWRPXSGHFLVLRQPDNLQJDQGDFWLYHWHQDQWSDUWLFLSDWLRQLQLPSURYLQJERWK
VHUYLFHGHOLYHU\DQGKRXVLQJRXWFRPHV7KHLPSOLFLWDVVXPSWLRQXQGHUSLQQLQJWKLV
PRGHORIFRPPXQLW\FRQWUROOHGKRXVLQJLVWKDWUHVLGHQWVKDYHDXQLTXHVHWRIµORFDO
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NQRZOHGJHV¶ZLWKRXWZKLFKSROLF\VROXWLRQVFDQQRWVXFFHHG$VWKH\OLYHLQWKHDUHD
WKH\DUHGHHPHGWREHPRUHNQRZOHGJHDEOHDERXWLWVSDUWLFXODUSUREOHPVDQGWKHPRVW
DSSURSULDWHVROXWLRQV
³,W¶VWKHSHRSOHWKDWOLYHLQWKHKRXVHVWKH\FDQDFWXDOO\LGHQWLI\WKHSUREOHPVDQGWKH\FDQLGHQWLI\WKHVROXWLRQV´/+2+RXVLQJ2IILFHU*+$³%XWZH¶UHLQWKHFRPPXQLW\ZHKDYHORFDONQRZOHGJH3HRSOHWDONWRXVDERXWWKLQJV:HKHDUPRUHWKDQWKHVWDIIGRHV´/+2&RPPLWWHH0HPEHU
 /RFDOPDQDJHPHQWWKURXJKWKH/+2QHWZRUNLVKRZHYHURQO\WKHILUVWVWHSLQD
WZRWLHUVWRFNWUDQVIHUSURFHVVZKLFKZDVHQYLVDJHGWRFXOPLQDWHLQIXUWKHUVHFRQGDU\
WUDQVIHUVLQRUGHUWKH/+2VPLJKWRZQDVZHOODVPDQDJHWKHORFDOKRXVLQJ7KHH[SOLFLW
UDWLRQDOHEHLQJWKDWRZQHUVKLSRIWKHDVVHWVLHWKHORFDOKRXVLQJVWRFNLVIXQGDPHQWDO
WRGHOLYHULQJFRPPXQLW\HPSRZHUPHQWDQGWKHUHE\µIXOO¶FRPPXQLW\RZQHUVKLS
+RZHYHUDVRI\HWQR667VKDYHEHHQUHDOLVHGDQGWKH*+$DQGWKH/+2VUHPDLQ
ORFNHGLQQHJRWLDWLRQVWRWDNHWKLVSURFHVVIRUZDUGIRUIXUWKHUGLVFXVVLRQRI667VHH
0F.HHDE
³:HDLPWRGHOLYHUFRPPXQLW\RZQHUVKLSWKURXJKVHFRQGDU\WUDQVIHUWRFRPPXQLW\FRQWUROOHGODQGORUGV7KHPDLQREMHFWLYHRIVHFRQGDU\WUDQVIHULVWRFDSWXUHIXOO\WKHEHQHILWVRIORFDOFRQWURODQGDFFRXQWDELOLW\´*ODVJRZ+RXVLQJ$VVRFLDWLRQ $WWKHKHDUWRIFRPPXQLW\RZQHUVKLSLVWKHFRPPLWPHQWWRUHDOLVLQJSROLWLFDO
DPELWLRQVIRUJUHDWHUORFDOFRQWUROLQGHHGERWKWKHGHYROYHGPDQDJHPHQWDJUHHPHQW
ZLWKWKH/+2QHWZRUNDQGIXWXUHSODQVIRUIXUWKHUVHFRQGDU\WUDQVIHUVHPSKDVLVHWKLV
SROLWLFDOZLOOIRUGHFLVLRQVWREHWDNHQDWWKHFRPPXQLW\OHYHOE\WHQDQWVDVRSSRVHGWRDW
WKHFLW\ZLGHOHYHOE\SROLWLFLDQVDQGEXUHDXFUDWV7KLVQRWRQO\RIIHUVWKHSRWHQWLDORID
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PRUHORFDOO\UHVSRQVLYHVHUYLFHEXWDOVRUHGXFHVWKHSRZHU−DQGSRWHQWLDOSROLWLFDO
UHVLVWDQFH−RIWKHORFDODXWKRULW\LQWKH6FRWWLVKSROLWLFDOV\VWHPE\UHFRQILJXULQJWKH
UROHRIERWKORFDOFRXQFLOORUVDQGORFDOJRYHUQPHQWRIILFHUVLQWKHKRXVLQJV\VWHP
3RVWWUDQVIHU*ODVJRZ&LW\&RXQFLO+RXVLQJ6HUYLFHV'HSDUWPHQWKDVEHHQ
WUDQVIRUPHGLQWR'HYHORSPHQWDQG5HJHQHUDWLRQ6HUYLFHVDQGKDVDGRSWHGDVWUDWHJLF
HQDEOLQJUROHWKURXJKFRQWURORIKRXVLQJGHYHORSPHQWPRQLHVIRUWKHFLW\¶VVRFLDOUHQWHG
VHFWRU:KLOVWWKLVEULQJVQRWLRQDOO\HQKDQFHGSRZHUVIRUWKHORFDODXWKRULW\LQVRPH
DVSHFWVRIKRXVLQJJRYHUQDQFHWKHUHDUHWUDGHRIIVIRUWKHIDFWWKH&RXQFLOQRORQJHU
RZQVWKHKRXVLQJKDVVLPXOWDQHRXVO\PDGHLWPRUHGLIILFXOWIRUORFDOFRXQFLOORUVWR
UHSUHVHQWWKHLUFRQVWLWXHQWVE\KROGLQJORFDOKRXVLQJRIILFHVWRDFFRXQW
³«,PHDQ,¶PGHDOLQJZLWKDQH[WHUQDODJHQF\>WKH*+$@UDWKHUWKDQWKH&RXQFLODQGDVDFRXQFLOORU\RX¶YHDOZD\VJRWPRUHZHLJKWLQWKHFRXQFLOHKWKDQ\RXGRLQRXWVLGHRUJDQLVDWLRQV´/DERXU&RXQFLOORU*ODVJRZ&LW\&RXQFLO:KLOVWFRPPXQLW\RZQHUVKLSLVSUHPLVHGRQPRGHOVRISDUWLFLSDWLYHGHPRFUDF\DQG
FLWL]HQHPSRZHUPHQWLWQRQHWKHOHVVUHSUHVHQWVDFKDOOHQJHWRWUDGLWLRQDOPRGHOVRI
UHSUHVHQWDWLYHJRYHUQPHQW
5HFHQWUDOLVLQJ3ROLWLFDO&RQWUROFHQWUHORFDOWHQVLRQV
:KLOVWWKHUHLVQRWVFRSHKHUHWRGLVFXVVWKHUHPLWRIWKH/+2VDQGWKHQDWXUHRIWKHLU
UHODWLRQVKLSZLWKWKH*+$VHHKRZHYHU0F.HHDELWLVLPSRUWDQWWRQRWH
WKDWWKHHVWDEOLVKPHQWRIDGHOHJDWHGPDQDJHPHQWVWUXFWXUHZKLFKGHYROYHG
UHVSRQVLELOLW\IRUGD\WRGD\KRXVLQJPDQDJHPHQWWRWKHVHFRPPXQLW\RUJDQLVDWLRQV
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KDVZLWKLQOLPLWVEHHQVXFFHVVIXOLQGHOLYHULQJSRVLWLYHFKDQJHDVFRPSDUHGWRWKH
&RXQFLOGD\V
³+RZKDYHWKLQJVFKDQJHG>VLQFHWKHWUDQVIHU@",WKLQNSHRSOHUHDOLVHWKH\¶YHJRWPRUHFKRLFHVQRZ«)RUVRORQJWKH&RXQFLOZH¶YHDOOEHHQ&RXQFLORULHQWDWHG«<RXNQRZVRZH¶YHKDGWKDWDQGWKHVWDIIZHUHYHU\VQRRW\WKHVWDIIZHUHYHU\RIIKDQGWRSHRSOHYHU\LQVHQVLWLYH%HIRUHSHRSOHZRXOGMXVWLIWKH&RXQFLOVDLGWKDW¶V\RXQR\RXDUHQRWJHWWLQJD>UHSDLU@WKH\ZRXOGKDYHDFFHSWHGWKDW3HRSOHDUHQRWGRLQJWKDWWKH\DUHTXHVWLRQLQJWKDWQRZZKLFKLVDJRRGWKLQJ´*+$7HQDQW)RFXV*URXS
'HVSLWHWKLVSRWHQWLDOIRUFRPPXQLW\RZQHUVKLSWRIDFLOLWDWHPRUHRSSRUWXQLWLHV
IRUDFWLYHWHQDQWLQYROYHPHQWLQORFDOKRXVLQJPDQDJHPHQWDPELWLRQVIRUORFDOFRQWURO
DUHQRQHWKHOHVVFRQVWUDLQHGE\WKHµLQVWLWXWLRQDODUFKLWHFWXUHRIKRXVLQJ¶±WKDWLVWKLV
ODZVUHJXODWLRQVDQGJRRGSUDFWLFHJXLGDQFHWKDWJRYHUQVWKHRSHUDWLRQVRIVRFLDO
ODQGORUGVLQ6FRWODQG7KLVLVEHFDXVHKRXVLQJRUJDQLVDWLRQVGRQRWRSHUDWHLQLVRODWLRQ
QRUPDNHGHFLVLRQVLQDYDFXXPEXWPXVWWDNHLQWRDFFRXQWDQGFRPSO\ZLWKJRYHUQPHQW
OHJLVODWLRQDQGUHJXODWLRQV,PSRUWDQWO\ORFDOSULRULWLHVPD\QRWQHFHVVDULO\EHLQ
FRQFXUUHQFHZLWKFHQWUDOO\VHWJRYHUQPHQWDJHQGDV7KHHIIHFWRIZKLFKLVHPHUJHQW
FHQWUDOORFDOWHQVLRQVEHWZHHQLQGLYLGXDOKRXVLQJRUJDQLVDWLRQVDQGWKHKRXVLQJ
UHJXODWRU&RPPXQLWLHV6FRWODQGZKLFKLVDQDJHQF\RIWKHGHYROYHG6FRWWLVK([HFXWLYH
LQ(GLQEXUJKDQGDFFRXQWDEOHWR0LQLVWHUV
 ,PSRUWDQWO\IRUWKRVHFRPPXQLW\DFWLYLVWVZKRFKRRVHWREHFRPHDFWLYHO\
LQYROYHGLQWKHDFWLYLWLHVRIWKHLUKRXVLQJRUJDQLVDWLRQWKHGHFLVLRQVWKH\DUHDEOHWR
LQIOXHQFHDUHUHVWULFWHGWRORFDOOHYHOLVVXHVZLWKPDMRUSROLF\GHFLVLRQVUHWDLQHGDWµWKH
FHQWUH¶E\&RPPXQLWLHV6FRWODQG)RUH[DPSOHDFRPPRQWKHPHDFURVVDOOWKHWHQDQW
IRFXVJURXSVZDVDODPHQWRIWKHJHQHUDOGHFOLQHRIWKHORFDOFRPPXQLW\±DVLWXDWLRQWKDW
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UHVLGHQWVEHOLHYHGZDVOLQNHGWRWKH³W\SHRISHRSOH´WKDWZHUHPRYLQJLQWRWKHDUHDVXFK
DVH[DPSOHDV\OXPVHHNHUVKRPHOHVVSHRSOHGUXJDGGLFWVDQGDOFRKROLFV
³:KHQZHPRYHGLQKHUH\RXXVHGWRKDYHORWVDQGORWVRISRLQWVWRJHWLQKHUHQRZWKHUH¶VQRSRLQWVV\VWHPVRLW¶VDFDVHRIHPSULRULW\LI\RX¶YHQRWJRWDURRIRYHU\RXUKHDG\RX¶UHJRQQDJHWDKRXVHILUVWWKDW¶VQRWKHSUREOHPEXWLW¶VZKDWWKH\¶UHGRLQJZKHQWKH\FRPHLQ/LNH,VDLGLW¶VGHILQLWHO\VLQFHQHZRQHV>WHQDQWV@FRPHLQWKDWWKHOLIWVDUHDOOSLVVHGWKHOLIWVDUHDOOVLFNWKHPEULQJLQJLQGRJVWKDWQDHWHQDQWVZKRVHEHHQKHUHIRU\HDUVZRXOGGUHDPRIGRLQJ´*+$7HQDQW)RFXV*URXS:KLOVWFORVHUYHWWLQJRIQHZWHQDQWVDQGVWULFWHUHQIRUFHPHQWRIWKHWHQDQF\DJUHHPHQWE\
KRXVLQJRIILFHUVZDVGHHPHGDVGHVLUDEOHE\WHQDQWVWKHUHZDVQRQHWKHOHVVUHFRJQLWLRQ
WKDWWKLVZDVQRWSRVVLEOHEHFDXVHRIJRYHUQPHQWOHJLVODWLRQDQGWKDWHYHQODQGORUGV
WKHPVHOYHVZHUHUHVWULFWHGLQWHUPVRIZKRWKH\FRXOGKRXVH
7KHIXQGDPHQWDOSDUDGR[WKDWHPHUJHVKHUHLVWKDWORFDODFWLYLVWVDUHSUHYHQWHG
IURPPDNLQJWKHYHU\GHFLVLRQVWKDWWKH\SHUFHLYHDVLPSRUWDQWWRWKHLUFRPPXQLWLHV
VXFKDVUHIXVLQJWKHLQFUHDVLQJQXPEHURIKRPHOHVVDSSOLFDQWVWKH\KDYHWRDFFHSWDQG
KRXVHRUZK\WKH\FDQQRWSUHYHQWWKRVHLQGLYLGXDOVZKRKDYHEHHQHYLFWHGIRUDQWL
VRFLDOEHKDYLRXURUUHIXVLQJWRSD\WKHLUUHQWIURPKDYLQJWREHUHKRXVHGEDFNLQWKH
FRPPXQLW\XQGHUKRPHOHVVOHJLVODWLRQ7KLVLVQRWWRXQGHUPLQHWKHPHULWRULPSRUWDQFH
RIJRYHUQPHQWOHJLVODWLRQRQLVVXHVVXFKDVKRPHOHVVQHVVRUKRXVLQJDOORFDWLRQV5DWKHU
LWLVWRKLJKOLJKWWKHUHDOLW\RIFRPPXQLW\LQYROYHPHQWPRUHSDUWLFLSDWLRQGRHVQRW
QHFHVVDULO\HTXDWHZLWKPRUHGHPRFUDWLFFRQWUROIRUDFWLYLVWVPD\QRWQHFHVVDULO\EHDEOH
WRUHDOLVHWKHLUORFDOSULRULWLHVEHFDXVHRIH[WHUQDOO\VHWSDUDPHWHUVZKLFKFRQVWUDLQVDQG
VKDSHVWKHYHU\QDWXUHRIWKHLULQYROYHPHQW&UXFLDOO\ZKLOVWWHQDQWV¶DFWLYHHQJDJHPHQW
LVSUHPLVHGRQWKHLUOD\NQRZOHGJHDQGDELOLW\WRPRELOLVHLQWKHLURZQLQWHUHVWVWKHLU
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DELOLW\WRDVVHUWORFDODXWRQRP\LVQRQHWKHOHVVOLPLWHGIRUSROLF\DJHQGDVHVWDEOLVKHGDW
WKHQDWLRQDOOHYHOWKURXJKOHJLVODWLYHDQGUHJXODWRU\IUDPHZRUNVDOZD\VKDYHSULRULW\
ZLWKFRPPXQLW\DJHQGDVHIIHFWLYHO\VXEVHUYLHQWWRGHFLVLRQVWDNHQHOVHZKHUH
 $OWKRXJKKRXVLQJDJHQFLHVUHFRJQLVHGWKHQHHGIRUDQGLPSRUWDQFHRID
OHJLVODWLYHDQGUHJXODWRU\IUDPHZRUNHVSHFLDOO\JLYHQWKHSXEOLFIXQGLQJWKH\UHFHLYHG
WKHUHZDVQRQHWKHOHVVDVHQVHRIIUXVWUDWLRQDWZKDWWKH\SHUFHLYHGDVEHLQJ³GLFWDWHG´WR
E\JRYHUQPHQW,PSRUWDQWO\WKLVZDVDOVRSHUFHLYHGDVEHLQJLQGLUHFWRSSRVLWLRQWRWKHLU
VWDWXVDVLQGHSHQGHQWRUJDQLVDWLRQVVLWXDWHGZLWKLQWKHWKLUGRUYROXQWDU\VHFWRU
 ³$QGZKLOVWWKH\>WKHPDQDJHPHQWFRPPLWWHH@FDQUHFRJQLVH&RPPXQLWLHV6FRWODQG¶VSRVLWLRQWKH\DOVRZLOOVD\EXWWKH\¶UHGLFWDWLQJWRXVDQGZH¶UHVXSSRVHGWREHLQFKDUJHRIWKLVSODFH´0HPEHURI56/0DQDJHPHQW7HDP&RPSDUDWRU ³7KHUHDUHORWVRIWKLQJVSXWRQWR\RXWKDW\RXFDQ¶WGRDQ\WKLQJDERXWDQG\RX¶YHJRWWRDFFHSWLWWREHZLWKLQWKHODZ´/+2&RPPLWWHH0HPEHU2IILFH%HDUHU
)DUIURPGHOLYHULQJJUHDWHUORFDODXWRQRP\FRPPXQLW\RZQHUVKLSPD\WKHUHIRUH
OHDGWRJUHDWHULQFRUSRUDWLRQRIWHQDQWDFWLYLVWVLQWRWKHH[LVWLQJLQVWLWXWLRQDODUFKLWHFWXUH
RIKRXVLQJ)XUWKHUPRUHWKHVHFHQWUDOORFDOWHQVLRQVDUHQRWUHVWULFWHGWRWKHSRVW
WUDQVIHUFRQWH[WDQGWKHXQLTXHGHOHJDWHGPDQDJHPHQWVWUXFWXUHEHWZHHQWKH*+$DQG
WKH/+2VEXWDUHDOVRSUHYDOHQWZLWKLQWKHZLGHUYROXQWDU\KRXVLQJPRYHPHQWLQ
6FRWODQG+HUHWKHFRPSDUDWRUFDVHVWXG\DQHVWDEOLVKHGKRXVLQJDVVRFLDWLRQEDVHGLQ
*ODVJRZEXWRSHUDWLQJRXWVLGHWKH*+$FRQWH[WLVDJRRGPLFURFRVPRIWKHWHQVLRQVWKDW
FKDUDFWHULVHWKHUHODWLRQVKLSEHWZHHQKRXVLQJDJHQFLHVDQGFHQWUDOJRYHUQPHQW
)LUVWO\IURQWOLQHKRXVLQJSURIHVVLRQDOVGHVFULEHGKRZWKH\IHOWWKH\ZHUHEHLQJ
XVHGDVDQLQVWUXPHQWRIVWDWHSROLF\WRUHSODFHWKHUHVLGXDOFRXQFLOVHFWRU:KLOVWWKLV
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ZDVSHUFHLYHGWRKDYHERWKLQFUHDVHGWKHUHVSRQVLELOLWLHVDQGZRUNORDGRIIURQWOLQHVWDII
WKH\GLGQRWIHHOWKLVFKDQJHLQWKHLUSURIHVVLRQDOUROHZDVEHLQJPDWFKHGE\JRYHUQPHQW
VXSSRUWILQDQFLDORURWKHUZLVH)RUH[DPSOHDWRQHFRPPLWWHHPHHWLQJRIWKH
FRPSDUDWRU56/WKHUHZDVDGLVFXVVLRQRIWKH6FRWWLVK+RXVLQJ4XDOLW\6WDQGDUG−D
QDWLRQDOFURVVWHQXUHVWDQGDUGDLPHGDWSURYLGLQJDGHFHQWKRPHVVWDQGDUGE\−DQG
WKHILQDQFLDOSUHVVXUHWKLVSXWRQVPDOOKRXVLQJDVVRFLDWLRQVWRXSJUDGHWKHLUKRXVLQJ
VWRFNZLWKRXWDGGLWLRQDOUHVRXUFHV%RWKVWDIIDQGFRPPLWWHHPHPEHUVZHUHDQJU\DWWKH
H[SHFWDWLRQIURPJRYHUQPHQWWKDW56/VZRXOGLQGHSHQGHQWO\IXQGVXFKLPSURYHPHQWV
WKURXJKSULYDWHVHFWRUERUURZLQJHYHQWKRXJKWKLVPD\WKUHDWHQWKHILQDQFLDOYLDELOLW\RI
WKHRUJDQLVDWLRQRUWKZDUWWKHLURZQORFDOO\LGHQWLILHGLQYHVWPHQWSULRULWLHV
,QDGGLWLRQLQWHUYLHZVZLWKIURQWOLQHRIILFHUVKLJKOLJKWHGKRZWKH\SHUFHLYHG
WKHPVHOYHVWREHILOOLQJWKHJDSOHIWE\RWKHUSXEOLFDJHQFLHVVXFKDVWKHSROLFHVHUYLFH
DQGVRFLDOZRUNEHFDXVHRIWKHLQFUHDVLQJWLPHEHLQJVSHQWDGGUHVVLQJUHSRUWHG
LQFLGHQFHVRIDQWLVRFLDOEHKDYLRXUZLWKLQWKHFRPPXQLW\:KLOVWWKLVZDVUHFRJQLVHG
DVDQLPSRUWDQWSULRULW\LQJRYHUQPHQWOHJLVODWLRQKRXVLQJDJHQFLHVKDGDQDOWHUQDWLYH
SHUVSHFWLYHDQGLQGHHGUHJDUGHGLWDVDGLVWUDFWLRQIURPWKHFRUHDFWLYLWLHVRIWKH
RUJDQLVDWLRQOHWWLQJWKHKRXVHVDQGFROOHFWLQJUHQWV
³«ZKHUHWKHJRYHUQPHQWPD\EHHPSKDVLVLQJWKHUROHWKDWKRXVLQJDVVRFLDWLRQVKDYHRQWDFNOLQJDQWLVRFLDOEHKDYLRXU7KHQSHRSOHWKLQNZHOOKDQJRQKHUHZH¶UHDKRXVLQJDJHQF\DQGQRERG\LVSD\LQJXVPRUHPRQH\WRGRDOOWKLVNLQGRIDFWLYLW\DQG\HVWKHUHLVDUROHIRUXVLQWHUPVRIPDQDJLQJWKHWHQDQFLHVDQGPDQDJLQJWKHHVWDWHWKDWZHKDYHEXWWKHUHLVDOVRDUROHIRU\RXNQRZJRYHUQPHQWWRFDUU\RXWWKDWVWXIIDVZHOO´3ROLF\2IILFHU6FRWWLVK)HGHUDWLRQRI+RXVLQJ$VVRFLDWLRQV
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 6HFRQGO\WKHHIIHFWRIWKLVFHQWUDOLVHGIUDPHZRUNLVWKDWVHUYLFHGHOLYHU\
LQFUHDVLQJO\EHFRPHVVWDQGDUGDQGKRPRJHQLVHGZLWKERWKWHQDQWVDQGKRXVLQJ
SURIHVVLRQDOVIHHOLQJSRZHUOHVVWRLPSOHPHQWWKHGHFLVLRQVWKH\MXGJHDVLPSRUWDQWWR
WKHLUORFDODUHD,URQLFDOO\WKLVPD\KDYHWKHHIIHFWRIVWLIOLQJORFDOLQQRYDWLRQDVRSSRVHG
WRIRVWHULQJLW7KLVLVEHFDXVHDOWKRXJKFRPPXQLW\KRXVLQJRUJDQLVDWLRQVDUHVHOI
JRYHUQLQJDJHQFLHVWKHLUVSKHUHRIDXWRQRP\LVODUJHO\UHVWULFWHGWRLPSOHPHQWLQJ
SROLFLHVZLWKFHQWUDOJRYHUQPHQWWKURXJK&RPPXQLWLHV6FRWODQGUHWDLQLQJWKHSRZHUWR
VHWWKHDJHQGDDWWKHQDWLRQDOOHYHOLQWHUPVRISROLF\IRUPXODWLRQ)RUH[DPSOHGXULQJ
RQHPDQDJHPHQWFRPPLWWHHPHHWLQJ,REVHUYHGLQZKLFKWKHLVVXHVRIUHKRXVLQJVH[
RIIHQGHUVZDVEHLQJGLVFXVVHGFRPPLWWHHPHPEHUVH[SUHVVHGERWKGLVJXVWDQGDQJHUWKDW
VXFKLQGLYLGXDOVFRXOGEHUHKRXVHGLQWKHLUORFDOFRPPXQLW\ZLWKRXWWKHLUNQRZOHGJH
:KLOVWORFDOKRXVLQJVWDIIZHUHV\PSDWKHWLFWRWKHLUSRVLWLRQWKH\QRQHWKHOHVVVWUHVVHG
WKDWOHJLVODWLRQKDGWREHDGKHUHGWRDQGWKLVZDVDPDWWHUEH\RQGORFDOFRQWURO<HW
VWDWHFLWL]HQUHODWLRQVDUHFRPSOH[DQGWKLVFHQWUDOLVLQJWHQGHQF\FDQDOVREHLQWHUSUHWHG
DVWKHVWDWHµHPSRZHULQJ¶WKHPRVWYXOQHUDEOHWHQDQWVE\UHSUHVHQWLQJWKHLULQWHUHVWVDQG
HQVXULQJWKDWWKH\DUHQRWH[FOXGHGRUGLVDGYDQWDJHGEHFDXVHWKH\DUHGHHPHG
µSUREOHPDWLF¶RUµXQGHVLUDEOH¶E\WKHORFDOFRPPXQLW\
 7KLVDQGRWKHUREVHUYHGLQFLGHQFHVVXJJHVWVDFOHDUWHQVLRQEHWZHHQWKHORFDO
SDURFKLDOLQWHUHVWVRIFRPPXQLW\KRXVLQJRUJDQLVDWLRQVDQGWKHLUSULPDU\FRQFHUQWR
EHWWHUWKHLUORFDODUHDDQGWKHTXDOLW\RIOLIHRILWVUHVLGHQWVDQGWKHQDWLRQDOSROLF\
DJHQGDDVGHVFULEHGE\HOHFWHGSROLWLFLDQVDQGFLYLOVHUYDQWVDWWKH6FRWWLVK([HFXWLYH
:KLOVWWKLVWKZDUWLQJRIORFDOSULRULWLHVPD\UHIOHFWWKHVFDOHRILQWHUYHQWLRQQHFHVVDU\WR
WDFNOHSHUVLVWHQWDQGGHHSURRWHGKRXVLQJµSUREOHPV¶VXFKDVKRPHOHVVQHVVRUDQWLVRFLDO
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EHKDYLRXUDVZHOODVWKHQHHGWRWUDQVFHQGORFDOVHOILQWHUHVWRQFRQWHQWLRXVLVVXHVVXFK
DVUHKRXVLQJVH[RIIHQGHUVLWQRQHWKHOHVVKDVWKHHIIHFWRIUHWDLQLQJLPSRUWDQWVWUDWHJLF
GHFLVLRQVZLWKLQWKHVWDWHDSSDUDWXV)XUWKHUPRUHLWVHUYHVWRIUXVWUDWHORFDODFWRUVZKR
SHUFHLYHWKHLUIXQGDPHQWDOOR\DOW\DQGUHVSRQVLELOLW\DVEHLQJWRWKHLUWHQDQWVDQG
FRPPXQLWLHVQRWFHQWUDOJRYHUQPHQW

&RQFOXVLRQ
7KURXJKWKHFDVHVWXG\RIFRPPXQLW\RZQHUVKLSLQ*ODVJRZWKHDLPRIWKLVSDSHUZDVWR
H[SORUHWKHUHWHUULWRULDOLVDWLRQRIKRXVLQJJRYHUQDQFHDQGLQFUHDVLQJHPSKDVLVRQ
µFRPPXQLW\¶DVWKHERWKWKHREMHFWDQGWDUJHWRIFRQWHPSRUDU\KRXVLQJSROLF\+HUHWKH
OLWHUDWXUHRQQHROLEHUDOJRYHUQPHQWDOLW\LVLQVLJKWIXOIRULWLOOXPLQDWHVWKHHPHUJHQFHRI
WHFKQRORJLHVRISRZHUWKDWHQGHDYRXUWRSURPRWHGHFHQWUHGJRYHUQDQFHE\GHYROYLQJ
DXWRQRP\DQGFRQWUROWRWKHORFDOOHYHO,QWKH*ODVJRZFRQWH[WWKLVZDVWREHDFKLHYHG
E\DWZRWLHUWUDQVIHUIUDPHZRUNZKLFKFHQWUHGRQHPSRZHULQJWHQDQWVDJRYHUQPHQWDO
VWUDWHJ\ZKLFKUHOLHGRQHOHYDWLQJWHQDQWV¶ORFDONQRZOHGJHDQGPRELOLVLQJWKHLUFDSDFLW\
IRUDFWLRQDVDPHDQVWRVHFXUHSROLWLFDODPELWLRQVIRUFRPPXQLW\RZQHUVKLS
 +RZHYHUMXVWEHFDXVHVXFKJRYHUQPHQWDODPELWLRQVH[LVWGRHVQRWLPSO\WKH\ZLOO
QHFHVVDULO\EHUHDOLVHG+HUHDµUHDOLVWJRYHUQPHQWDOLW\¶DSSURDFKSHUPLWVDPRUH
QXDQFHGDQDO\VLVWKDWFDQFRSHZLWKDQGDFFRXQWIRUWKHVHHPLQJO\FRQWUDGLFWRU\FR
H[LVWHQFHRIGHFHQWUHGDQGFHQWUDOLVLQJPRGHVRIJRYHUQDQFH:KLOVWWKHVKLIWWRZDUGV
FRPPXQLW\JRYHUQDQFHKLJKOLJKWVKRZWKHSRZHURIWKHVWDWHLVEHLQJIUDJPHQWHGDQG
GHYROYHGGRZQZDUGVLWLVLPSRUWDQWQRWWRQHJOHFWLWVFRQWLQXHGVLJQLILFDQFH
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$VWKHHPSLULFDOGDWDKLJKOLJKWVWKHVWDWHUHWDLQVDFHQWUDOUROHZLWKLQKRXVLQJ
JRYHUQDQFHLQ6FRWODQGHVSHFLDOO\LQVKDSLQJDQGUHJXODWLQJWKHSROLF\FRQWH[WLQZKLFK
QRQVWDWHDFWRUVKDYHWRRSHUDWH)RUH[DPSOHDVSLUDWLRQVIRUWHQDQWHPSRZHUPHQWDQG
FRPPXQLW\RZQHUVKLSKDYHEHHQOLPLWHGE\WKHVWDWXWRU\REOLJDWLRQWKDWVWRFNWUDQVIHU
DVVRFLDWLRQVOLNHDQ\RWKHU6FRWWLVK56/PXVWRSHUDWHZLWKLQHVWDEOLVKHGOHJLVODWLYHDQG
UHJXODWRU\IUDPHZRUNV7KHHIIHFWVRIWKLVDUHWZRIROGILUVWO\WKDWPRUHWHQDQW
SDUWLFLSDWLRQGRHVQRWQHFHVVDULO\HTXDWHZLWKPRUHORFDOFRQWUROIRUWKHQDWXUHRI
FRPPXQLW\LQYROYHPHQWLVXOWLPDWHO\FRQGLWLRQHGDQGVKDSHGE\WKHSDUDPHWHUVLQZKLFK
GHFLVLRQVKDYHWREHWDNHQ7KHUHIRUHZKLOVWFRPPXQLW\RZQHUVKLSGRHVRYHULQFUHDVHG
ORFDODXWRQRP\RYHULVVXHVVXFKDVSROLF\DGDSWDWLRQVUHYHQXHVWUHDPVDQGVRIRUWK
PDQ\NH\LVVXHDUHDVVXFKDVWKHVHWWLQJRISROLF\SULRULWLHVDUHUHWDLQHGDWWKHVWUDWHJLF
OHYHO±WKHFDVHRIUHKRXVLQJVH[RIIHQGHUVEHLQJDSULPHH[DPSOH
6HFRQGO\WKHVHFRQVWUDLQWVFRQWULEXWHWRDVHQVHRIIUXVWUDWLRQDWWKHFRPPXQLW\
OHYHODVZHOODVHPHUJHQWFHQWUHORFDOWHQVLRQVIRUWKHGHFLVLRQVWKDWORFDODFWRUVGHHP
LPSRUWDQWWRLPSURYLQJWKHLUDUHDVXFKDVKRPHOHVVQHVVDQGKRXVLQJDOORFDWLRQVDUH
XOWLPDWHO\RXWVLGHWKHLUVSKHUHRIFRQWURO:KLOVWXQGRXEWHGO\DOLPLWDWLRQRQORFDO
DXWRQRP\WKLVUHFHQWUDOLVDWLRQRISRZHUFDQKRZHYHUDOVREHLQWHUSUHWHGDVHPSRZHULQJ
WKHPRVWYXOQHUDEOHVRFLDOKRXVLQJWHQDQWVE\SURWHFWLQJWKHPIURPWKHµW\UDQQ\RIWKH
PDMRULW\¶DWWKHFRPPXQLW\OHYHO
7KHFRH[LVWHQFHRIDQGWHQVLRQVEHWZHHQFHQWUDOLVLQJDQGGHFHQWUDOLVLQJPRGHV
RIJRYHUQDQFHWKHUHIRUHHPHUJHVDVDNH\ILQGLQJRIWKLVSDSHU7KLVLVQRWWRVXJJHVW
KRZHYHUWKDWWKHVWDWHLVDQDOOSRZHUIXODFWRU5DWKHULWLVWRDYRLGHSRFKDOQDUUDWLYHVE\
GHSLFWLQJWKHVRYHUHLJQVWDWHDVDQ³DUFKDLFUHVLGXHRIWKHSDVW´6WHQVRQ
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&ULWLFDOO\ZKLOVWWKHVWDWHPD\QRORQJHUKDYHDOOWKHDQVZHUVWRVROYLQJVRFLHW\¶V
SUREOHPVDQGPD\EHLQFUHDVLQJO\UHOLDQWRQQRQVWDWHDFWRUVWRUHDOLVHLWVREMHFWLYHVLW
QRQHWKHOHVVFRQWLQXHVWRKDYHDSLYRWDODQGFHQWUDOUROHLQVKDSLQJERWKWKH
FRQFHSWXDOLVDWLRQRIWKHµSUREOHP¶DQGWKHSURSRVHGVROXWLRQV

1RWHV
,QWKH8.FRQWH[WSXEOLFKRXVLQJUHIHUVWRKRXVLQJSURYLGHGE\WKHVWDWHRULWVDJHQFLHV
QRUPDOO\DPXQLFLSDOORFDODXWKRULW\ZKHUHDVVRFLDOKRXVLQJLVDEURDGHUWHUPWKDWDOVR
LQFOXGHVQRWIRUSURILWDJHQFLHVRXWVLGHWKHVWDWHDSSDUDWXV
$5HJLVWHUHG6RFLDO/DQGORUG56/UHIHUVWRDVRFLDOODQGORUGWKDWSURYLGHVDIIRUGDEOH
UHQWHGKRXVLQJRQDQRWIRUSURILWEDVLVDQGLVUHJLVWHUHGZLWKWKHKRXVLQJUHJXODWRU
7KHVHDUHTXDVLSULYDWHRUJDQLVDWLRQVVLWXDWHGZLWKLQWKHYROXQWDU\VHFWRU$OWKRXJKWKH\
DUHKHDYLO\IXQGHGDQGUHJXODWHGE\WKHVWDWHWKH\DOVRGUDZRQSULYDWHUHVRXUFHVWRIXQG
WKHLUDFWLYLWLHV
,QWURGXFHGLQWKH+RXVLQJ$FWWKHSRSXODU5LJKWWR%X\SROLF\LQFUHDVHGWKHULJKWV
RIVLWWLQJWHQDQWVWREX\WKHLUFRXQFLOKRXVHWKURXJKJHQHURXVGLVFRXQWV
,QWKHGHYROYHG6FRWWLVK3DUOLDPHQWZDVHVWDEOLVKHGDW(GLQEXUJK,WWRRNRYHU
UHVSRQVLELOLW\IRUPDWWHUVRI6FRWWLVKVRFLDOSROLF\)LVFDODQGHFRQRPLFPDWWHUVUHPDLQ
WKHUHVSRQVLELOLW\RIWKH8.JRYHUQPHQWLQ:HVWPLQVWHU.LQWUHD
7KH6FRWWLVK([HFXWLYHUHIHUVWRWKHILUVWDGPLQLVWUDWLRQRIWKH6FRWWLVK3DUOLDPHQWDQG
ZKLFKZDVLQSRZHUGXULQJWKHSHULRGRIWKLVUHVHDUFK,WZDVVXEVHTXHQWO\UHSODFHGLQ
WKHDXWXPQRIDQGUHEUDQGHGWKH6FRWWLVK*RYHUQPHQW
7KHUHVHDUFKLVEDVHGRQGRFWRUDOUHVHDUFKIXQGHGE\WKH(65&
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7KH+RXVLQJ6FRWODQG$FWVWUHQJWKHQVKRPHOHVVSURYLVLRQVE\FRPSHOOLQJ56/V
WRFRPSO\ZLWKUHTXHVWVIURPWKHORFDODXWKRULW\WRUHKRXVHKRPHOHVVDSSOLFDQWVDVZHOO
DVDIIRUGLQJKRPHOHVVDSSOLFDQWVJUHDWHUULJKWVRIDFFHVVWRERWKLQWHULPDQGSHUPDQHQW
DFFRPPRGDWLRQ
7KH+RXVLQJ6FRWODQG$FWEURDGHQVWKHJURXQGVIRUHYLFWLRQZLWKLQWKHVRFLDO
UHQWHGVHFWRURQWKHEDVLVRIDQWLVRFLDOEHKDYLRXU,PSRUWDQWO\IURQWOLQHKRXVLQJVWDII
KDYHDNH\UROHLQHQIRUFLQJWKLVOHJLVODWLRQ

$FNQRZOHGJHPHQWV
7KDQNVDUHRZHGWRDOOSDUWLFLSDQWVLQWKHUHVHDUFKLQSDUWLFXODUWKHNH\FRQWDFWVZLWKLQ
WKHORFDOOHYHOFDVHVWXGLHVDQGDOVRWRGHOHJDWHVRIWKH(85$&RQIHUHQFHDQG-RKQ
)OLQWZKRFRPPHQWHGRQDQHDUOLHUYHUVLRQRIWKLVSDSHU

5HIHUHQFHV
$XGLW6FRWODQG&RXQFLO+RXVLQJ7UDQVIHUV(GLQEXUJK$XGLW6FRWODQG
 
Barnes, M.; Newman, J. and Sullivan, H. (2007) Power, Participation and Political 
Renewal.  Bristol: Policy Press. 

&ODSKDP'.LQWUHD.DQG.D\+³'LUHFW'HPRFUDF\LQ3UDFWLFHWKHFDVHRI
µ&RPPXQLW\2ZQHUVKLS¶KRXVLQJDVVRFLDWLRQV´3ROLF\DQG3ROLWLFVSS

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&RPPXQLWLHV6FRWODQG6FRWWLVK5HJLVWHUHG6RFLDO/DQGORUG6WDWLVWLFV
(GLQEXUJK&RPPXQLWLHV6FRWODQG

&UXLNVKDQN%7KH:LOOWR(PSRZHUGHPRFUDWLFFLWL]HQVDQGRWKHUVXEMHFWV
,WKDFD1<&RUQHOO8QLYHUVLW\3UHVV

'DO\*0RRQH\*3RROH/DQG'DYLV+³+RXVLQJ6WRFN7UDQVIHULQ
%LUPLQJKDPDQG*ODVJRZWKHFRQWUDVWLQJH[SHULHQFHVRIWZR8.FLWLHV´(XURSHDQ
-RXUQDORI+RXVLQJ3ROLF\SS

'HDQ0*RYHUQPHQWDOLW\SRZHUDQGUXOHLQPRGHUQVRFLHW\/RQGRQ6DJH

'HSDUWPHQWRIWKH(QYLURQPHQW7UDQVSRUWDQGWKH5HJLRQV>'(75@4XDOLW\DQG
&KRLFHDGHFHQWKRPHIRUDOOWKHKRXVLQJJUHHQSDSHU/RQGRQ'(75

(W]LRQL$7KH6SLULWRI&RPPXQLW\ULJKWVUHVSRQVLELOLWLHVDQGWKH
FRPPXQLWDULDQDJHQGD/RQGRQ)RQWDQD3UHVV

)OLQW-³5HFRQILJXULQJ$JHQF\DQG5HVSRQVLELOLW\LQWKH*RYHUQDQFHRI6RFLDO
+RXVLQJLQ6FRWODQG´8UEDQ6WXGLHVSS

)RUUHVW5DQG0XULH$6HOOLQJWKH:HOIDUH6WDWHWKHSULYDWLVDWLRQRISXEOLF
KRXVLQJ/RQGRQ5RXWOHGJH
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)RXFDXOW0D³*RYHUQPHQWDOLW\´LQ35DELQRZDQG15RVHHGV7KH
(VVHQWLDO)RXFDXOWVHOHFWLRQVIURP(VVHQWLDO:RUNVRI)RXFDXOW/RQGRQ
7KH1HZ3UHVV

)RXFDXOW0E³7KH6XEMHFWDQG3RZHU´LQ35DELQRZDQG15RVHHGV7KH
(VVHQWLDO)RXFDXOWVHOHFWLRQVIURP(VVHQWLDO:RUNVRI)RXFDXOW/RQGRQ
7KH1HZ3UHVV

*LGGHQV$7KH7KLUG:D\WKHUHQHZDORIVRFLDOGHPRFUDF\&DPEULGJH
3ROLW\3UHVV

*ODVJRZ&LW\&RXQFLO3URSRVDOWR7UDQVIHUWKH&LW\&RXQFLO¶V+RXVLQJWR
*ODVJRZ+RXVLQJ$VVRFLDWLRQ>VWDJHVWDWXWRU\QRWLFH@*ODVJRZ*ODVJRZ&LW\
&RXQFLO+RXVLQJ6HUYLFHV

*ODVJRZ&LW\&RXQFLO*ODVJRZ+RXVLQJ7UDQVIHU>VWDJHVWDWXWRU\QRWLFH@
*ODVJRZ*ODVJRZ&LW\&RXQFLO+RXVLQJ6HUYLFHV

.LQWUHD.³+DYLQJLW$OO"+RXVLQJ5HIRUPXQGHU'HYROXWLRQ´+RXVLQJ
6WXGLHVSS

0DOSDVV3DQG0XOOLQV'³/RFDO$XWKRULW\+RXVLQJ6WRFN7UDQVIHULQWKH8.
IURPORFDOLQLWLDWLYHWRQDWLRQDOSROLF\´+RXVLQJ6WXGLHVSS
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0F.HH.D³&RPPXQLW\2ZQHUVKLSLQ*ODVJRZWKHGHYROXWLRQRIRZQHUVKLS
DQGFRQWURORUDFHQWUDOL]LQJSURFHVV"´(XURSHDQ-RXUQDORI+RXVLQJ3ROLF\SS


0F.HH.E5HFRQILJXULQJ+RXVLQJ*RYHUQDQFHLQ*ODVJRZ3RVW6WRFN
7UDQVIHUUHJXODWRU\DQGOLEHUDWRU\SRVVLELOLWLHV8QSXEOLVKHG3K'WKHVLV8QLYHUVLW\
RI*ODVJRZ

0F.HH.DQG&RRSHU9IRUWKFRPLQJ³7KH3DUDGR[RI7HQDQW(PSRZHUPHQW
UHJXODWRU\DQGOLEHUDWRU\SRVVLELOLWLHV´+RXVLQJ7KHRU\DQG6RFLHW\

1HZPDQ-0RGHUQLVLQJ*RYHUQDQFH1HZ/DERXUSROLF\DQGVRFLHW\
/RQGRQ6DJH

3DULV&DQG0XLU-³$IWHU+RXVLQJ3ROLF\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